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Tory  Steel 
Swindle 


Proposals  for  Robbing  State 


r  |  HE  Tory  Government  has  just  issued 
**■  a  White  Paper  in  which  it  outlines 
its  plans  for  the  de-nationalisation  of  the 
iron  and  steel  industry. 

This  is  the  most  serious  of  the  Tory 
de-nationalisation  projects  and  merits 
close  analysis. 

Although  the  Government  proposes  to 
hand  the  industry  back  to  private  enter¬ 
prise,  it  will  not  be  unrestricted  private 
enterprise.  The  industry  will  be  subject 
to  the  general  supervision  of  an  Iron  and 
Steel  Board. 

This  reflects  the  fact  that  since  1934 
it  has  been  recognised  that  the  iron  and 
steel  industry  could  not  be  trusted  by  the 
capitalist  class  in  general  to  keep  prices 
at  a  level  competitive  with  the  steel  indus¬ 
try  of  other  countries. 

When  from  1932  on  the  industry  was 
guaranteed  protection  by  tariffs,  it  was 
widely  recognised  in  Tory  circles  that 
there  would  have  to  be  some  form  of 
price  control. 

The  Import  Duties  Advisory  Com¬ 
mittee  took  over  the  job  of  supervising 
steel  prices  in  order  to  prevent  excessive 
prices  being  charged. 

In  fact  this  Government  appointed 
body  was  speedily  nobbled  by  the  industry 
and  did  nothing  to  prevent  British  steel 
from  being  sold  at  higher  prices  than  pre¬ 
vailed  in  other  countries. 

This  body  did,  however,  promote  the 


formation  of  the  British  Iron  and  Steel 
Federation.  This  Federation  was  a  cartel 
which  united  the  associations  of  indivi¬ 
dual  firms,  existing  in  various  sections  of 
the  industry.  Its  functions,  from  the 
point  of  view  of  the  steel  firms,  were  to 
secure  the  optimum  steel  prices,  to  con¬ 
trol  output  where  necessary,  and  to  enter 
into  relations  with  similar  cartels  in  other 
capitalist  countries. 

This  body  was  described  by  the  Econo¬ 
mist  as  “  one  of  the  tightest  and  most 
parasitic  monopolies  the  country  has  ever 
known.”  (October  5,  1940). 

Two  years  previously  the  Economist 
had  noted  that  its  efficiency  was  “  still 
considerably  behind  that  of  other  coun¬ 
tries.”  Coking  capacity  was  “  still  obso¬ 
lete.”  In  fuel  economy  Britain  was 
“  still  a  long  way  behind.”  Average  size 
of  blast  furnaces  was  “  too  low  for 
maximum  efficiency.” 

Not  many  improvements  were  made 
during  the  war. 

In  February  1944  The  Times  declared 
that  there  was  still  “  a  heavy  proportion 
of  obsolete  equipment  or  equipment  re¬ 
quiring  major  overhaul  or  reconstruc¬ 
tion.” 

So  that  when  the  Labour  Government 
came  to  office  in  1945  four  propositions 
about  the  steel  industry  stood  out : — 

It  was  a  problem  industry  subject  to 
State  control. 


It  was  a  technically  backward  industry, 
far  below  the  level  of  its  capitalist  com¬ 
petitors. 

It  was  a  highly  monopolised  industry, 
ever  pressing  for  higher  prices.  Before 
the  war  British  steel-using  industries  had 


to  pay  higher  prices  for  steel .  than  their 
competitors  abroad. 

The  Iron  and  Steel  Federation  had 
been  forced  to  bow  to  public  opinion  and 
had  put  before  the  country  a  re-organisa¬ 
tion  plan  to  cost  £168  million. 


What  did  the  Labour  Party  do  about  Steel  ? 


T  T  first  invited  the  Iron  and  Steel 
•*"  Federation — the  employers  cartel — 
to  co-operate  in  an  Iron  and  Steel  Board 
to  supervise  the  industry  and  to  prepare 
plans  for  nationalisation. 

The  Iron  and  Steel  Federation  refused 
to  participate  in  a  Board  on  such  terms 
and  finally  the  Labour  Government  had 
to  appoint  a  Board  for  the  purpose  of 
supervising  the  industry,  including  the 
Iron  and  Steel  Federation’s  economic 
plan  but  having  nothing  to  do  with  pre¬ 
paring  plans  for  nationalisation  of  the 
industry. 

Faced  with  the  resistance  of  the  em¬ 
ployers  the  Right  Wing  in  the  Labour 
Cabinet  were  prepared  to  retreat. 

At  one  point  in  1947  the  Cabinet 
actually  discussed  proposals  for  the  con¬ 
trol  of  the  industry,  similar  to  those 
which  the  Tories  are  now  putting  for¬ 
ward. 

The  rank  and  file  were  however  strongly 
in  favour  of  nationalisation  and  ultimately 
the  Government  produced  proposals  for 
the  nationalisation  of  the  firms  in  the 
heavy  section  of  the  industry. 

The  nationalised  industry  was  to  be 
controlled  by  a  British  Iron  and  Steel 
Corporation. 

The  various  steel  firms  were  to  be  left 
for  the  time  being  in  control  of  their 
present  Boards  of  Directors  and  manage¬ 
ments. 

Many  steel  firms  owned  engineering 
establishments.  The  Government  by 
deciding  to  nationalise  the  firm,  nationa¬ 
lised  these  sections  too.  This  ended  the 
argument  that  it  was  impossible  to  de¬ 
marcate  the  engineering  activities  of  a 
particular  firm  from  its  activities  in  pro¬ 
ducing  iron  and  steel. 


The  method  of  nationalisation  was  for 
the  Iron  and  Steel  Corporation  of  Great 
Britain  to  acquire  the  shares  of  the  various 
companies.  In  doing  so  it  acquired  the! 
p6wer  to  give  orders  to  the  directors  and' 
management  of  those  companies,  although 
it  did  not  interfere  with  their  tenure  of 
office  in  the  first  stages. 

In  this  way  the  company  structure  of 
the  industry  was  preserved  and  the  mana¬ 
gement  remained  more  or  less  the  same. 


This  was  in  marked  contrast  to  the 
nationalised  coal  industry  where  collieries 
which  had  been  under  different  manage¬ 
ments  before  nationalisation  were  merged 
under  a  common  management  after 
nationalisation. 

After  a  time  however,  the  Iron  and  Steel 
Corporation  of  Great  Britain  began  to 
change  the  composition  of  the  Boards  of 
Directors.  Directors  whose  period  of  office 
was  up  were  not  re-appointed.  Other 
directors  interested  in  private  firms  which 
traded  with  the  nationalised  steel  firms 
were  asked  to  resign. 

The  Corporation  seemed  bent  on  eli- 
minationg  part-time  directors  and  retain¬ 
ing  full-time  executive  directors. 

Mr.  Alfred  Edwards,  an  ex-Labour 
M.P.  who  resigned  from  the  Middles- 
borough  firm  of  Gjer,  Mills  and  Co., 
said  :  “  When  nationalisation  was  put 

into  effect  it  was  stated  that  there  was  no 
intention  of  interfering  with  the  structure 
of  the  industry.  Recent  events,  however, 
showed  that  a  severe  central  control  was 
being  steadily  established.”  (Manches¬ 
ter  Guardian,  July  30,  1951). 

Such  was  the  condition  of  the  industry 
when  the  Tory  Government  was  elected 
in  October  1951. 
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How  do  the  Torses  propose  to  hand  the  industry  back 
to  Private  Enterprise  ? 


rPHE  handing  of  the  industry  back  to 
“*■  “  private  enterprise  ”  presents  some 

problems. 

The  former  owners  received  payments 
in  bonds  called  Iron  and  Steel  Stock. 
The  interest  on  these  bonds  was  met  out 
of  the  profits  of  the  industry. 

Like  all  interest  bearing  securities 
these  bonds  are  a  first  charge  on  the 
industry.  The  interest  paid  on  them 
idoes  not  fluctuate  with  the  prosperity  or 
Rherwise  of  the  industry. 

Many  of  the  holders  of  these  bonds 
may  decide  that  they  would  rather  keep 
their  present  stock  than  exchange  it  for 
shares  in  a  privately  owned  steel  industry. 

They  may  fear  that  if  the  privately 
owned  industry  gets  into  a  slump,  their 
shares  may  yield  them  a  smaller  income 
than  they  now  get  from  their  holdings  of 
Iron  and  Steel  stock. 

Some  of  the  people  who  received  Iron 
and  Steel  Stock  may  have  sold  it  and 
invested  money  elsewhere.  They  may 
have  no  desire  to  return  to  the  Iron  and 
Steel  industry.  The  people  who  have 
bought  the  stock  may  have  boueht  it  for 
its  steady  yield  of  interest.  They  may 
have  no  desire  to  buy  speculative  Ordi¬ 
nary  shares  in  a  privately  owned  iron  and 
steel  industry. 

Further,  no  private  investor  will  be 
eager  to  enter  an  industry  which  is  liable 


to  be  nationalised  once  again. 

So  if  the  Government  offered  all  pre¬ 
sent  holders  of  Iron  and  Steel  Stock 
shares  in  a  privately  owned  steel  industry 
in  exchange  for  their  stock,  many  of  them 
would  refuse  the  offer. 

In  order  to  induce  the  private 
investor  to  take  shares  in  the  de-nationa- 
lised  steel  industry  those  shares  will  have 
to  be  offered  dirt  cheap. 

In  other  words,  a  State-owned  industry 
which  was  bought  from  private  enterprise 
at  a  cost  of  about  £240  million  (paid  in 
the  form  of  Iron  and  Steel  Stock)  will 
have  to  be  sold  back  for  very  much  less. 

-  The  State  steel  industry  is  to  be  sold 
back  to  private  enterprise,  not  in  order  to 
make  a  profit  for  the  taxpayers  but  in 
order  to  make  a  loss  for  them. 

There  is  one  key  .question  which  the 
Tories  dare  not  answer  in  respect  to  this 
transaction.  That  question  is — if  “  pri¬ 
vate  enterprise  ”  is  not  prepared  to  pay 
the  State  an  equivalent  sum  (taking  into 
account  the  fall  in  the  value  of  money) 
to  what  the  State  paid  for  the  industry 
in  the  first  place,  why  sell  it  at  all  ? 

The  nationalised  steel  industry  is  a 
profitable  going  concern.  It  is  therefore 
racketeering  of  the  vilest  and  most  cor¬ 
rupt  description  to  sell  this  industry  at 
a  loss. 


What  becomes  of  the  Iron  and  Steel  Corporation 
of  Britain  ? 


T  T  is  to  be  dissolved  and  its  functions 
will  be  taken  over  partly  by  the 
Minister  of  Supply,  partly  by  a  super¬ 
visory  board  called  the  Iron  and  Steel 
Board  and  partly  by  a  temporary  body 
called  the  Holding  and  Realisation 
Agency. 

This  body  is  to  exercise  the  functions 
of  the  Iron  and  Steel  Corporation  over 
the  nationalised  industry,  while  selling 
that  industry  piecemeal  back  to  private 
enterprise. 

Firstly,  this  Agency  will  regroup  the 


various  steel  works  for  sale.  Instead  of 
trying  to  sell  back  the  obsolete  plant 
belonging  to  backward  firms  as  separate 
units,  it  will  group  them  with  the  pro¬ 
ductive  units  of  more  efficient  firms. 

By  this  means  each  of  the  reorganised 
firms,  whose  securities  are  offered  for  sale, 
will  contain  plants  at  various  stages  of 
efficiency. 

Secondly,  the  Agency  will  decide  at 
what  price  the  reorganised  firms  will  be 
sold  and  what  amount  of  shares  it  will 
decide  to  offer  the  public. 


Thirdly,  the  capitalist  investors  can 
buy  the  shares  offered  in  two  ways.  They 
can  pay  for  them  in  cash  or  they  can  offer 
Iron  and  Steel  stock  in  exchange  for  them. 


This  will  be  a  prolonged  process.  The 
Government’s  White  Paper  says  that 
“  it  may  well  take  some  years  to  com¬ 
plete.” 


What  is  to  happen  to  the  people  who  hold  British 
iron  and  Steel  Stock  ? 


T  RON  and  Steel  Stock  will  become 
part  of  the  National  Debt  and  will  be 
re-named  3^  per  cent  Treasury  Stock 
repayable  in  1979 — 81.  The  interest  on 
this  stock  will  be  payable  in  the  same 
way  as  any  other  Government  stock. 

The  Agency  will  pay  to  the  Treasury 
all  the  money  that  the  companies  under 
its  control  receive  from  the  sale  of  their 
products.  The  Treasury  will  pay 
through  the  Agency  all  the  expenses  of 
running  the  steel  plants. 

This  in  effect  means  that  previously 
to  the  private  owners  being  brought  back 
the  Treasury  will  receive  the  profits  of 
the  industry.  It  will  be  able  to  use  them 
to  meet  interest  charges  on  the  stock 
which  it  has  taken  over. 

Later  the  money  paid  by  capitalist 
investors  for  shares  in  the  industry  will 
be  paid  to  the  Treasury  also  and  will  help 
to  off-set  the  stock  it  has  taken  over. 

If  the  capitalist  investors  pay  for  the 
industry  a  sum  equivalent  to  the  value 
of  the  Iron  and  Steel  Stock  taken  over 
into  the  National  Debt  then  there  is  no 
loss  to  the  State. 

If,  however,  the  industry  is  sold  for 
less  than  the  value  of  the  stock  taken  over, 
and  it  is  likely  to  be  sold  for  very  much 
less,  then  the  State  will  have  to  bear  a 
loss  that  could  be  as  high  as  £100  millions. 

In  short,  all  this  elaborate  machinery 
is  simply  to  enable  a  Government  of  Tory 
capitalists  to  sell  the  nationalised  steel 
industry  back  to  their  pals  at  cut  prices. 


The  cut  prices  will  enable  their  pals  to 
make  a  good  profit  out  of  the  industry. 
The  State  will  bear  a  heavy  loss. 

If  and  when  the  industry  is  handed 
back  to  private  ownership  the  Gover^^^ 
ment  realises  there  will  be  difficulty 
raising  capital  for  new  developments. 

So  the  State,  whose  industry  has  just 
been  taken  from  it  and  handed  back  to 
private  ownership,  will  through  the 
Ministry  of  Supply  find  new  capital  for 
the  steel  capitalists  which  they  are  unable 
or  unwilling  to  find  for  themselves. 

The  de-nationalised  steel  industry  is 
not  to  be  allowed  to  operate  as  a  pure 
“  private  enterprise  ”. 

It  will  be  under  the  control  of  an  Iron 
and  Steel  Board  which  will,  among  other 
things,  supervise  prices  and  production 
capacity. 

This  fact  makes  the  return  of  the  steel 
industry  to  private  ownership  all  the 
more  scandalous. 

An  argument  could  be  put  up  that 
private  enterprise,  in  the  absence  of 
interference  would  be  better  than  state 
nationalisation. 

But  when  the  Government  sells  a  state 
industry  back  to  private  capitalists  -  at  a 
loss  to  the  state  -  and  yet  has  to  retain  a 
state-appointed  body  to  supervise  the 
industry,  its  whole  policy  is  exposed  as  a 
fraud. 

This  is  the  greatest  of  all  Tory  rackets. 
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